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In October 1550, the Northeast began the selection of a cumulative formila
for the compilation of Price indexes. It is now possible to compile on & 1r
day or ,0-day basis the private wholesale price indexes for the ten major c.iies
and municipalities. The monthly indexes are compiled and will be published in
the newspapers on 10 Oztober. Experience indicates that the conditions are al-
most complete for using these cumulative pPrice indexes in the Northeast. 1In
this article, we will diacuss two important points in the development of this
system and several aspects of the past experience in using this systen.

Pirst, this system has been selented on the basis of a scientific analysis ~
of the problem of compiling index Tigures and an analysis of whether op not such
a sclentific system of figur s coald be devised. Prior to 1951, many different
kinds of index figures were in use in the Northeast. However, because of the
difference in caleulating pries indexes and in figuring raw materisls, the final
index figures were also quite varied. For this reason the Northeast People's
Govermment asked the Northeast Statistical Bureau to develop & unified system
of compiling price indexes that would reflect price conditions prevalent in the
Northeast.

Upon receipt of this commission, the Statistical Bureau experimented -with
several different kinds of indexes. The final choice was the Cumilstive Index
Method, i.e., "price during caleculated period times sales volume Quring calcu-
lated period” divided by "price during base period times sales volume during

base period." [
f
. 1.
CLASSIFICATION ~ RESTRICTED
state 1A Naw NSRS DISTRIBUTION
ARMY [AIR FB? i

. 1

l L ST . Lt R . e e T

p ppred for Release 2011/08/11 : CIA-RDP80-00809A000700090429-5

§ Sanitized



[

Sanitized Copy Aproved for Release 20

By usi
stages in comodit,
tures which may ve
tures here does not
Plying total currenc
is first necessar
prices and sales

the necessary dats.

At present, the groundvork has been completed for Northeast statistical
-Operated enterprises now have regular records.
have regular inspectio
For statistics on volume o
hange statistics.

cent commodity cales recorded by it
ditions for use of the Cumulative T

work. All the state
vate enterprises now
their business.

of commodity exc

are generally completed.
a division of responsibilit
Yrices and sales volume for

The institution of the
Bary but possible. We shal
isting conditions.
future compilations of pr

The second point to consider re
that it ie & produst of struggle.

scientific and suitable th
of the Soviet Union.

geols thinking.

This prop

It

11

ng this suermulative formula it is
Y prices as well as the transition stages in total expendi-
brought about by the
nean total currency
Y flow by rate of currency flow,
Y to gather material on base period prices and material on
volume during
tomputations are relatively sim
of this new method depends on the ability of the computers to accumulate al]l

only important items

s

ls

Howaver,

meaning and advantages of this

principl-s.
improve from experience.

At the same time,
This

action will in turn enrich the

Now let us examine the
their solutions.

1.

Theoretically, all items
lation of the cumulative price ind,
the more accurate will be

1list of commodittes,
tions,
is lmpossible and we must
everything in our computat

gories.
The scope of the

of market prices on given

period. The 1list of import

r

pr

Those opposed to this s
agree that at present
ions,
tive index system but is merely a compromise with the present situation.
are two factors in our solution of t
of all the important items and the second is the use of bro

important items should be
commodities in a given city during the most recent
ant
increase of commodities in trad
in our calenlations, our ingex Tigures

-‘- ] itizepy Approved for Release

ummalative index in the

8/11 - CIA-RDP80-00809A000700090429-5 -

RESTRICTED

possible to ascertain transition

price fluctuations. The total expendi-
flov but is an amount derived by multi-
In using this method, it

after which the actual
the successful operation

the calculated period,
ple. For this reason s

Many pri-

ns to meet the special needs of

T sales, there 1s the basic systen

At present these atatistics are about 90 per-
en. Thus, it 1s possible to say that the con-
ndex Method for compilation of price indexes
organized with
ystems. Also, it will record
instead of for all items.

Northeast is not only neces-

elect a concrete method of operation based on ex-

osed operational method can be used as a guide in
ice index figures, -

garding the development of this .system is
Selection of the cumulative index 1s the most

system, thus increasing ow understanding of the
actual operation of the Plan will ensble us to
means that discussion will stimilate action and
theoretical discussions.

incipal points to be discussed and see what are

Scope of Comuodity Types

of commerce snould be included in the ealeu-
exX. This ic because the more complete the
the description of price fluctua-
hat such an over-gll inelusion

it is impossible to include

is not a defect of the cumla-
There
one is the inclusion
ad commercial cate-

ystem will say t
, however,

he immediate problem:

determined from an analysis

items should be incremsed ip accordance with the
e. ‘- we expand to include more and more items
vwill become more reliable and meaningful.

-2 .
RESTRICTED

e

- CIA-RDPS

/1

/08

2011



e 2011/08/11 : C

Sanitized Copy Approved for Releas IA-RDP80-00809A000700090429-5

REsTRICTED E—

On the surface this new system 1s very much like the old system, but in sub-
stance the two are completely different. This s because the old system did
not allow for any changes after the selection of commodities, thus causing the

Tigures to become unrepresentative. The cumulative formula will more clearly
reflect the market changes.

The term important items is not a reference to the simple individual
item, but is closely concerned with broader commercial categories. This is be-
cause a given commercisl item frequently includes in its category many related
items which actnally form a homogenous group. Hovever, within these groups one
item 18 often of such izportance that it is sufficient to represent the other
items of the group in the compilation of the index figures. Generally this is
not the case, arnd when we have selected some 100 major categories we have actu-
8lly included several thousand items in our calculations.

2. Reliability of Private Commercial Statisgtics

those pudlished under the cumulative formula. Moreover, private firms actually
aid not vant to publish the true figures. This problem is not insoluble since

many types of ccmmoditieq, €.g., food and yarn, must pass through control offi-
cee where it 1s poscible to derive exact statistics. Also, local unions and in-
dustriel organizations <an work to raxse the reliability of the private statis-
tics. Tax figures ~an be used to check on the reports from these private firms.

In careful ~hecks ccnducted in Mukden in the spring of 1952, comparing
private commercial reperts with the records it was found that discrepancies
amounted to about 5 percent of the total studied. According to tax bureau data
the percentage of accuracy was 98.1 1in the chemical industry, 99.6 in the metal

industrr, and 96.7 1n hardware sales. This shows that the problems are far
from serious.

3. Close Schedules for Compilation of Cumulative Indexes

It has ‘been said that such a complicated and inelusive system cannot
possible be calculated according to a fixed schedule, However, by collecting
the information from the private concerns once every month and working dili-
gently to compile the indexes before the tenth of the following month, it will
be possible to publish the index figures on schedule. It is possible to use
the figures from the preceeding montn in case data for the present month have
not been received., This, of course, does not afford such complete accuracy
but 1t still offers a fair irdication of the existing situation. It makes the

system much more reiiusble than the use of year-old (or even several years old)
data as Tixed indexes.

' Categorization of Commodities Showing Seasonal and Regional Fluctuation

Persons familiar with the old index figures reslize that they were un-
reliable for the comparision of conditions within different regions. The new
system eliminates this problem by multiplying the price of an item by the total
volume of trade of this item within a glven area. 1In this way the indexes will
more properly represent conditions within a given region.

5. Selecting Important Commodities

In discussing the probvlem of picking out the important commodities when .
£oo many items are included in the index lists » it has been claimed that compre-
hensive lists will be too complicated and that only the important items should
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Some of points brought out in experiences with this new system are dig-
cussed below:
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to compile private vholesale indexes of this type by 10-day peroid and by month
for the ten major ciii{es (those nawed before plus An-tung, Ch-ang-ch'un, Mi-tan-
chiang, and Chis-mi-ssu). Since these cities Tepresent distinct economie areas,

the systen already reflects the entire range of price fluctuations in the Rorth.
east.
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The indexes to be published will in.lude state-controlled wholesale
trade, state-controlled retail trade, priva.e wholesale trade, and private re-
tail trade. The order of expansion will be from private wholesale to state- )
controlled vholesale, then to state-cperated retail, then private retaile trade,
until a1l four sectors are included. This too shows the expanding nature of our
policy of instituting the new system.

L. We must solve the conerete problems of examination, assistance, and eli-
mination of difficulties. In any new operation, problems will be met in the man-
agement of various aspects. Special care must be taken to solve these problems
88 they arise in our new index compilation. Already people have been sent at’
varous times to the ’n large cities to assist in the s80lving of problems.

These experiences show us that even after the institution of the new sys-
tem it will not be possible for wus to sit in our offices and expect the system
to operate autcmatically. The work of examination, assistance, and elimination
of various problems will need constant attention.

As a final point it must be stated that although this new system of cumuls-
tive indexes has had definite fuccess, it has not been fully perfected. Our
shortcomings are still numerous. First, the examination of important commodi-
ties is quite insufficient. Second, we are unable to make g fully satisfactory
analysis of price fluctuatioms. We can only publish the actual prices and not
state why prices are such or vhat causes the fluctuations. These problems re-
quire our continued study and effort. :
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